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THE FINANCIAL SITUATION.

Of all the errors in popular conceptions
of finance, the one that has persisted longest
is the idea that the amount of money
circulating In a country determines the
prices of seourities and commodities in it.
In an elder age of the world this hypothe-
sis, whioh Is known in political economy as
the quantitative theory of money, was not

wholly inaccurate; and long after it ceased '

to have foundation tradition and crude
forms of thought perpetuated it. The
dootrine is plausible, superficially. If the
medium of exchange in any land is increased
in volume, is it not clear that a dollar, or
whatever the unit may be named, will
not buy as much as before, that is, that
when a purchase and sale does ocour less
will be sold for a dollar than formerly and
the price of what s bought, measured
in dollars, will rise? And wice versa!
In the manifold discussions during the
greenback and free silver agitations, it
not  unfrequently happened that people
endeavoring to controvert these heresles,
profoundly assured by instinet that
they were heresies, yet found themselves,
having unconsciously adopted the quanti-
tative theory of money, embarrassed at
the query which their opponents immedi-
ately addressed to them: Why, then,
if prices in & community are dependent
upon the amount of the money supply,
would it not be a good thing for the Govern~
ment to expand and contraot this supply
as may be necessary? The question could
be answered even upon the basis on which
the unfortunate advocates of sound money
found themselves. But what an enormous
ooncession to the fundamental premise
of inflation had been carelessly and ig-
norantly made.

The chief influence affecting the prioces
of securities, that (s to say, paper instru-
ments purporting to represent money
value, is, in any civilized State, not the
supply of money, but the extension of
credit. Of course a certain minimum quan-
tity of money must be in circulation, and
other influences also are important, such
as the developed or undeveloped wealth
of the country, which is untranslated into
actual mongey or may be by its very nature
incapable of such change. But the domi-
nant factor, after all, is credit, and credit
weans the increased efficiency of money due
to the facilities of modern banking and to
the ingenious methods of modern business,
The clearing houses and debit and oredit
balancing between banks, so that little
cash is required in settlements and large
sums of money are released for further
transactions; the drafts, bills of lading
and promissory notes which pass through
soores of hands and serve as collateral
security for loans and other notes and
bills of exchange befora they are cancelled;
the vast number of loans and other
obligations issued upon the practical
certainty that payment upon only a
small fraction of them will be de-
manded at any one time; the increased
rapidity of transportation and commu-

nication, which minimizes the time in which |

payments of mouey can be made and so
keeps the funds of the community liquid;
these and other devices that must be
familiar to every one are the means by
which a dollar nowadays is made to do the
work of 820 or $100 years ago. The mer-
chant with a capital of a few hundred thou-
sand dollars does a business of millions.
A sum exceedingly small in proportion to
the work done accomplishes the clearances
of the whole country. And if for any
reason these clearances were to be reduced
to the volume of actual money in cireu-
lation, the business of the country would
eease in much the same manner and with
much the same consequences, in & business
sonse, as if our earth were suddenly stopped
in its transit through space, Upon a small
quantity of money actually in circulation
fs built, in other words, a great superstruct -
ure of eredit; and it is in this credit su-
perstructure that the whole business life
of the nation moves and has i1ts being
As credit expands or contracts, the busi-
ness world {s happy or dismaved ; and credit
may and usually does expand and contract
because of foroes
tion stones of actual money
in the slightest degroe

It s important to understand clearly
sl this at this time, because it pours the
light of truth upon the fallacy that has
heen so greatly promulgated, that the rise
in the value of stacks and other securitios
during the last five years is unwontedly
substantial because it has been produced
by & large increase during the same period
in the circulating medium of the country
From Nov 1, 1888, to Nov. 1 of the present
yvear, the amount of money i clroulation
{ncreased, If the Treasury figures are Lo be
ralied upoh, $810 244 568 Ko much so good
What now has beon thy increase io this Lige

untouched

In the value of s aritios? FEstimating it
and the new socuritios that Lave Leen
craaled, ondy 1o the roughest anner, i e
apparent that the ncremont is inoaloulslly
larger than that of the new money that
has been added, and runs avway o the
Lillione snd tews of balions of dollars
What ba the cause of the atnaring S flermnoe?
Altnost, selely, ottt credit that has bewn
AL work upon 4 scake of U stvded GpAlinem
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that leave the founda- |

inestimable. One or
only can be laid down whese force common
sense and experience alike attest, namely,
that great flnancial trouble meed not be
foared when the credit superstructure is
lifted but a little way above the money
foundation; and the converse of this like-
wise holds. Another law ia that hurricanes
! in the financial world do mot usually repidly
succeed each other. Time is needed for
| them to mature. After a period of years
has passed without their cccurrence, when
the business world in its prosperity has grown
regardless of them and the idea pervades the
commuuity that riches can eaxily be acquired
by makingg upon paper, then this
onset shoul®most be feared.

The settlement of the Northern Pacifio
ocontroversy has been 8o exhaustively
treated in the daily press that little refer-
ence 1o its detalls is necessary. It is be-
lieved by those who should be best informed,
as stated here last week, that the divided
control of the Burlington system between
the Union Pacific and Great Northern in-
terests has been arranged in the shape of a
leasing company, composed of these
{nterests, which shall lease the Bur-
lington system from the guarantors of
the bonds issued to take up the Burlington
stock; and it is understood that the rental
under the lease is a sum which will exactly
make good to the guarantors of these
bonds the interest which they must
pay upon them; in other words, that
the road will be leased fora sum equiva-
lent to 8 per cent. upon its stock. If this
is true, the annual charge which Union :
Pacific has assumed in the matter amounts
to a little over $4,000,000; and a deficit in the
Burlington revenues below the sum re-
quired to meet the 8 per cent. charge upon
its stock must, of course, be made up by
the Union Pacific, and by the Great Northern
and Northern Pacifio proprietary company.
The question of the dividend distribu-
tion of this new proprietary company, or
as it has been formally named, the Northern
Securities Company, is interesting. If
the distribution upon the stocks of its
two component parts, the Great Northern
and Northern Pacifio railways, be In-
creased to 10 per cent. and § per cent. re-
spectively—and this would absorb present
net earnings—5 per cent ocould be paid
upon the Northern BSecurities’ shares;
but it would leave only a surplus of
$500,000, after dividends and fixed charges,
upon & capital lssue of  $400,000,000.
There has been some adverse comment
concerning the sweeping powers given
to the directors of the new company, par-
ticularly in the line of withholdinginforma-
tion from the stockholders, and the fear
is expressed that this will provoke legisla-
tive and judicial hostility. On the other
hand, it seems to be the genuine desire
on the part of those who have formed
| the organization to stop rate cutting among
the Western railroads and to give the public

as well as the stockholders of the road

| the benefit of stable tariffs. The accom-
| plishment of such anend would be of su-
preme value to all concerned.

Conoerning general conditions, it must be
oconceded by every observer that if it were
not for the Government's payments on
account of bond redemptions the money
situation would bes unpleasant, and no
change is discernible in the state of
affairs abroad which is resulting In
the extraordinary and unseasonable de-
mand on this side for gold shipments.
There does not ggem to be anything in this
for jubilation'®r to advance a market upon;
yot stranger things have happened in
Wall Street. The favorable elements in
the situation continue to be the vast and
unprecedented prosperity of the country,
which, mave for our diminishing export
trade, shows no shadow or sign of turning,
and the fact that stocks are in the
hands of those who must make a strong
and active market in which to distribute
their holdings. The unfavorable factors
| are the Ligh level at which prices are al-
ready established and which does not seem
to present attractions to the public, and
| the fear that an active market of the nature
| just specified would be attended with the
{ dangers of an artificial movement
Puite Kive.
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RICHARD V. HARNETT & CO.
Auction Sale

STOCKS AND BONDS
Tuesday, Nov. 19, 1901, at 12:30 P. K.

o the New York Real Fstate Sslesroom, 111
Broadway.
(For acoount of whom |t may concern.)

1 share New York Law Institute,

500 -!:Adra Marine Sugar Co. $10 each (hypothe-
cated) .

$4,000 Kalamazoo City and County Street Rall-
way Co. § per cent. Arst morigage Gold Bouds,
due 1010.  All eoupons,

THE TRUST CO.
OF AMERICA,

149 BROADWAY,

(Northwest Corner Liberty St)

Capital . « - - $2,500,000.00
Surplus & Undivided Profits, $2,842,122,35

Allows Interest ea Dally Balances,
subject W check turough the New Yok Clearing
house or payable at alght and on Certificates of

Deposit.

Acts a8 Trustee, Recelver, Commities, Executor,
Guardian, Administrator, Assignee, Heglsuar, Trans
fer and Fiscal Agen'

OFFICERS:
Ashbel P, Fitch, Pres. Wm. Rarbour. V.-Prea
Wm. H. Leupp, V.-P, H. S, Manniag, VP,

R. J, Ohatry, Secy. T. C, Clarke, Jr., A. Sea,
A. L. Banister, Treas. W. Hunt Hall, A, Treas,
Lawrence O. Murray, Trust Officer.

Vbt T Turs
Ashbel P. Fiteh, George Crocker, Phillp Lehman,
Wm. Barbour, Edw. (. Schacfer, Edwd F Cra m{
H. 8. Manning, S. C. T, Dodd, Geo.Blumenthal,
Sami A Maxwell Joel F,Freeman, FranklayGould,
Myron 1. ilerrickAnson R. Flower, Wm. A Clark,
Chas. ¥ Cutler, H. 8. Redmond, Joun W. Griggs

Emers, McMillia, Jno. R Hegeman,
Jas. M. Doaald, <. L Hudson,

135 BROADWAY, NEW YORK.
Capital Stck. .. $2,000,000.00
Surplus and

Undivided Profits 2,873,542.68

Receives Deposits subject to check.

Transacts a Geseral Trust Basimess.

OAKLEIOH THORNE, . Preaident
HEMAN DOWD, |

WM H OHESEBROUGH > , VieePreddnats
BIOH'RD J. BOOLES,

EDMUKD C. LOOKWOOD . Besretary
FRAC13 O PRE:T, At Becretary
JAMES DUANE LIVINGSTOY, . Trust Oficer

CITY TRUST €0

36.WALLSTREET,

RPITRL ‘« v $!.000,000
cc'nuw.y tavested 1a Ulty of New York Bonds )

SBURPLUS ... ........ ... $L000,000

OFFICERS.

. Ross Curran, President,
:: .-I!. Crimmine b l--r-l‘rog
cenrge R Sheldon, Viee-
e 2, ‘erry, Secretary
alter W, Lee, Asal. Becretary.

DIKECTORS
”- ary O NMavemeyer,

dent,
resident,

ohn D Crlmmise,
ank M sttt
v i Sheldon,

e
fetel lm«{.n
Htlew Halie Jrg,

smn b Lapeg
s B G,
vk helly

aiber W, Moree
Jur

’pgtlll»oq
4’ TRUSY CO

(00 Broadway,

OB¢es . 2J¢ Fitth Avenue,
{100 West 128k S
Copital and Lndivided Prof s, §2,557,221.50
e .
CHAE BT BARCEY Prrddent
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MANHATTAN
TRUST CO.
wWaALL &Y NABBAL NEW YRR
Copiial. Burpiv: & Vidivided Frofi,
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W.R. HOUGHTALING & CO,

L2 BROALUDWAY

Stocks, Bonds and
fovestment Scouritios
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ATLANTIC
TRUST CO.

ATLANTIC BUILDING,
Wall and Willllam Streets.

L V. F. RANDOLPH, JOHNALVIN YOUNG
President, Secretarp

|

JOWR L. RIKER, L. M. JONES,
Tat Vies-Preaident. Asst, Secretary

| WILLIAM CARPENDER, BENJ. STRONO, JR.,

2d Vice-President. Asst, 8ecretary

Depesitory; Trustee; Executor; Guardian
Registrar; Agent.

Allows laterest on deposits subject to draft,

Capital, $1,800,000.
Surplus, $1,000,000.

TRUSTEES.
Lewis Cass Ledyard,
e oty prony
i llber . Plym .
tnwn A. Raven,
V. F. Randolphy

Wm, Garpender,

D. Crawfard Clarky
John ¥, ryden,
Gearge W. Ely,
Andrew H. Gireen,

Jobhn F. Halsted, John L. Riker,
Charles R. Henderson, Otto Sartor!
Louls W. HIlL, Wm. Schall, Jr.,
Wm. 1. Hollisser, John W, Sim

Wm. B, Isham,
Martin Joost,
W. R. T. Jones,

ATLANTIC SAFE
DeposiT Co.

ATLANTIC BUILDING,
Vaults under Atlantic Trust Company's offices

Bafes from $5 to $250 per annum,

ﬁnnrlu S, Sm‘n}
ederick Sturges,
Alfred Wagstall,

safeguards against burglary and fire,

MorTON TRUST
COMPANY,

88 NASSAN STREET.

Capital, $2,000,000
Surpus & Undvided Profis, $4 000,000

OFFICERS)
LEVI P, MORTON, Prealdemt
THOMAS F. RYAN, Vice-Prenident
JAMES K. CORBIERE, 24 Vice-Prest
HM. FRANCLS, Secretary
ELGINE L. VARET, Asst, Secretary
G L WILMERDING, Asst. Secretary

H.B. BERRY, Trust Oficer

DIRECTORS:
John Jacod Astor, Joseph Laroogue,
George F. Baker, P. 0. Mills,

Fdward J, Berwind,
Frederic Cromwell,
James B. Duke,
Henry M. Flagler,
G. G. Haven,

Joseph €, Headrix,
Abram S. Hewitt,
James N. Jarvie.
Walter S. Johnsten,
A. D Juililard,

Levi P. Mortows,
Richard A. McCardy,
W. G, Oakman,
George Foster Peabwdy,
Samuel Rea,

Flhs Root,

Thomas F. Rvan,
Jacob H. Schif,

Jobhn Sloane,

Wildkam C, Whitaey,

EXECUTIVE COMMITTEE:

LEVI ¥ MORTON,
THOMAS ' RYAN,
EDWARD J. BERWIND,
G. G. HAVEN,
JOSEFH C. HENDRIX,
JAMES N JARVIE,
GEORGE FOSTER PEABODY,
JACOB H. SCRIFF,
WILLIAM C WHITNEY,

The Unknowable in
Real Estate Titles

All that can be known or dis-
covered about a Real Fstate Title
the TITILE GUARANTEE
AND TRUST COMPANY
knows and discovers through its
plant, and through its force of
skilled

selveswholly to title examinations

lawyers, devoting them-

All that 1s unknowable and un-

discoverable, this company in

sures against with
tund of ’("
No

pensing with such protection

GUARANTEE
Anp TRUST COMPANY,

New Yord
| T

4 Quarantee
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Northern Pacilic Railway Company

MIETROPOLITAN
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Protected by the most modern |

$9,000,000

PRIOR LIEN 3’5 PER CENT. GOLD BONDS.

Principal due July ist, 1925; Interest Payable Semi-Annually,
January Ist and July Ist.

PRINOIPAL AND INTEREST PAYABLE IN GOLD 00IN OF THE PRECENT GTANDARD
OF WEIGHT AND FINENESS, FRER OF ALL 1AXES

Ooupon Bonds of $1,000 each, exchangeable for plain Registered Oertificates
FARMERS' LOAN AND TRUST CO., NEW YORK, Trustee.

Total amount outstanding, $9,000,000, with provision for the issue after January
1, 1902, of $1,000,000 additional bonds, at the rate of not more than $250,000 in any one
year, and then only for additions, improvements and betterments to the property, un-
der restrictions provided in the mortgage.

Of this sssue, about one-half has already been placed with investors, and the un-
dersigned now offer the balance at 9o}; and accrued interest to date of payment, at
which price they yield about 4'4%.

The subscription list will be opened at 10 A. M. on \WWednesday, November 20,
1901, and closed at 3 P. M., or earlier, on the same day.

The right is reserved to reject any applications and to allot a smaller amount
than applied for. Payment on allotments and delivery of the bonds to be made on
Monday, November 23, 1901.

All of the securities of the Company are listed at the New York Stock Exchange.
Copies of the mortgage and circulars containing a letter of Mr. Benjamin Norton.
President of the Toledo, St. Louis & Western Railroad, which gives full details in re-
gard to the line and its earnings, may be obtained at the offices of either of the under-
signed.  From his statements it will be seen that the total annual interest charge on the
above outstanding bonds is $315,000,and that for the year ended June 30,1901, the net
income applicable to payment of interest amounted to $592,665.90 (after $74,620.28
had been set aside fof renewal funds and charged to operating expenses.) For the first
three months of the current fiscal year the Company reports net earnings of $208,-
851.46, being an increase of $66,514.22 over the corresponding period of the previous

Vérmilye & Co., Hallgarten & Co.,

16 and 18 Nassau St., New York.
18 Congress St., Boston. New York.

Mexican National Railroad Co. Readjustment.

TO ALL HOLDERS OF BONDS AND STOCK OF THE
MEXICAN NATIONAL RAILROAD COMPANY:

The deposit of over 9706 of the outstanding Second Mortgage 6% Serles “A"
Bonds, Sceond Mortgage 69 Series “ B ” Bonds, 6% Income Mortgage Bonds, and over 86%
of the Stock (Trust Certificates) under the Plan and Agreement for the Readjustmeat of the
Mexican National Railroad Company, dated Octoter 8, 1901, being assured, the under-
sigoed hereby give notice that the said Plaa is DECLARED OPERATIVE.

“The time for further deposits of Bonds and Stock of the Company without charge has
been extended to, and including, NOVEMBER 30, 1901, AFTER WHICH DATE (but
only for such time as the Managers may fix by notice) deposits of said Bonds and Stock
will be accepted only upon a cash payment of two per cent. on the par value of Bonds, and
a cash payment of $2 per Share of Stock deposited.

Holders of Prior Lien Bonds not yet deposited are no longer entitled to the bonus of
$1500 per Bond mentioned in the Plan, and|their attention is called to the notice
of the Mexican National Construction Company, in accordance with which the Prior Llen
Bonds will cease to draw interest on June 1st, 1902, on which date they will become payable.

NEW YORK, NOVEMBER 14, 1901, SPEYER & CO.. New York.
KUHN, LOEB & (O, New York.
SPEYER BROTHERS, London.

Mexican National Railroad.

To the Holders of the Six Per Cent. Forty Year First Mortgage Bonds of the Mexican
National Railroad Company, dated June 1, 1887.

You are heteby notified that the undersigned has exercised the right and option reserved
fo it in the first mortgage or deed of trust executed by the Mexican National Rallroad Com-
pany to Hugh M. Matheson and Charles Magniac as Trustees, dated June 1, 1887, to pay off
and cancel all of the bonds issued thereunder and secured thereby, and notice 's hereby given that
it is the intention of the undersigned to pay off and cancel all of said bonds on the FIRST '
| DAY OF JUNE, 1902, Holders of g:id bonds are hereby required to present the same
I for payment, together with all unpaid coupons thereon, at the CENTRAL TRUST COM-
PANY, NO. 54 WALL STREET, NEW YORK CITY, the Ageacy of the said Raiiroad

‘ Company, on June §, 1902,
' All such Bonds will cease to draw interest from and a'ter sald date,

M:xican National Construction Company,
| FiWALTER MINCHMAY, Seoretary
| DATED NEW YORK, NUVEMEER 18, w0l

ColeNIAL
TrRvsT(CMPANY,

ST.PAVL BVILDING,

TO THE HOLDERS OF THE (0} LATERAY
GOLD « ENTIFICATES O

The National Asphalt Company

AND OF COMMON AND PR b MELD
SIOLK GUF SATD comMiPANY
i f e i e

i interal
' .

Toledo, St. Louis & Western R. R. Co.’

222 BROADWAY, NEW YORK
Cnivied oo |12:100.000
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